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DEPARTMENT OF THE NAVY SECNAVINST 5120.3H

Office of the Secretary Pers-662

Washington, DC 20350-1000 13 January 1994

SECNAV INSTR[~CTION 5120.3H

From:

To:

Subj:

Ref:

Encl:

Secretary of the Navy

All Ships and Stations

UNITED STATES SAVINGS BONDS

PROGRAM

(a) DOD Directive 5035.6 of9Feb79

(NOTAL)

(b) SECNAVINST5211.5D

(1) Savings Bonds Awards

1. Purpose. T(J reissue policy and administrative

provisions for prf~moting the United States Savings
Bonds Program in the Department of the Navy (DON),

and as prescribed hy reference (a). This is a complete

revision and the instruction should bc reviewed in

its entirety.

2. Cancellation. SECNAV Instruction 5 120.3G.

3. Policy

a. DON policy is to support and promote the

United States Sal Ings Bonds Program. This support
will include regular Information on Sa\ings Bonds

and sponsorship of- an annual campwgn to inform

members of the ad\ an(agcs of Savings Bonds as a

means of systcma[lu sa~ings.

b. DON piir[lcipa[ion in public events and spe-

cial projects to prflmote Sa\’ings Bonds is authorized
within the limits ~~fexisting regulatit)ns and local

conditions.

c. The Pa}roll Savings Plan for civilian person-

nel and the Savings Bonds Allotment Plan for military
personnel are available for the convenient purchase

of bonds.

4. Information

a. Savings B(mds arc a safe, convenient, and
systematic vehicle tor establishing a savings habit.

Bonds are purchased at one-half their face amount

and are available In Increments starting at $5 a month

for military and $5 each pay period for civilians.

Once the authorization is made. the sat’ings arc aut(~-

matically set aside. When the purchase price of a

bond has accrued, the Savings Bond 1~issued.
Denominations available through payroll safrings range
from $100 to $l,(K)O. The following denominatic~ns
are available through financial institutions: $50, $75,

$100, $200, $500, $1,000, $5,000, and $10,000.
Financial institutions qualified as Savings Bonds
Agents accept the funds and purchase application tor
Series EE Bonds and forward the order to a Federal
Reserve Bank for- issuance.

b. Market-based Variable Interest Rate. Savings

Bonds pay interest at a market-based variable interest
rate. This rate is based on 85 percent of the average
yield on 5-year Treasury marketable securities when
bonds are held for 5 years or longer. The rate of
interest is recalculated e~rery 6 months to ensure a
competitive return during periods of changing market
conditions. There is no ceiling on how much bonds

may earn, but there is a built-in minimum guw-anteed
rate. Series EE Bonds purchased through October
1986 are guaranteed to earn a minimum of 7.5 percent
through their original maturuty (10 years) when held
5 years m- longer; bonds purchased on or after 1
November 1986 and before 1 March 1993, have a
minimum rate of 6 percent through their original matu-
rity ( 12 years) when held 5 years. Series EE Savings
Bonds issued after March 1993 are guaranteed to earn

a minimum of 4 percent through their original maturitj

(18 years ) when held five years. The guarant~ed rat~~
for- Scrles E Bonds and Savings Nf)tcs may bc higher
tot current maturity periods. Market-based rates appl}
to Series E/EE Bonds and Savings Nt)tcs. Scrlcs H
Bonds pay :i fixed rate. Sec paragraph 4c( 7 ) ft~r

information on Series H/HH Bonds.

c. Tax Benefits. Interest on Savings Bonds is

exempt from state and local income taxes, and interest
accrual may bc deferred in the filing t)f Federal
income taxes until the bond is redeemed or reaches

final maturity. There arc two plans that help individ-
uals receive the tax benefit of U.S. Savings Bonds.

(1) The Education Tax Benefit. Savings
Bonds purchased after 31 December 1989 may be— —
exempt from Federal income tax on the interest i!’
the proceeds are used to pay tuition and fees at institu-——
tions [~f higher learning. T() bc eligible for this tax
program. owner(s) of bonds must be 24 years of age
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(2) Rcgl\tr;itit~n. Bonds may l-w regis[ercd

in single t)v ncrship (m co-(lwnership (only with a
spouse :IS et)-ownci ), or with another person Ils(cd
as :i bcnefici:iry. whtn :ipplying for- the education tax

(3) Value of Bonds Redeemed. In the year— —
bonds are redccnlcd, the falue of the bt)nds redeemed

paid to ii qualified post-secondary cducation:i] in>(itu-
tion, net of grants or ~ch(~larships, to giiin full benefi[s.

(4) lnc(~mc Iln]](ations. Incon]c limi[atit)ns

apply in the ye:ir c~fredemption In 1993, mm-rid
c(~uplcs (wht~ rnu~[ file jointly f’or (I]c year in w’hlch
the tax exemption IS claimed (o bc cllgiblc for this

program) wht)se nl(xlified adjusted gross lnuonle was
less than $68,250 would be eligible for a full Federal
tax exemption. Couples whose income in 1993 was
between $68,250 and $98,250 vould be ellgiblc lor
a partial exemption b:iscd t)n their inc(~mc. Single

taxpayers in 1993 were cl]gible for a full exemption
with income of”$45,500” or Icss and a partial cxcnlp-
tion with an lnct)ine level bctwccn S45,500 and

$60,500.” For f’uturc years, the I]mits are Indexed [or
inflation. Fa]nilies whose prcwn[ Income, t)r the
anticipated inconlc is t(x) high to qualify f’t)rthis tax
exemption. may consider purch:ising bt)nds in the
child’s name. This alternative methtxl is explained

in paragraph 4c(5 ).

(5) Savings Bonds Purch~iscd In Child’s
Name. U.S. Sa\ings Bonds may be re~stered in a
child’s name (parent or purchaser must be Ilsted as
beneficiary, not co-owner). If (he child does not have
a Social Security Number, one must be c)btained from
the nearest Social Security Adm]nlstratiun off]cc. The
following opt]ons are available for reporting carried
interest on a dependent child’s income.

(a) Annual Reporting of Income. An—
individual may earn up to $600 in unearned income

( interest/d]vldcnds) in a ye:ir W]th~)ut incurring a t~ix
IIiib]li [y. Inc~)ll]e between S600” iind $ I ,200” will be
[iixed :1[ the child’s rate and inct)l~]c in cxccss t)i’
$1,200” will he tiixed at the parcn[’i r~itc until the
child reaches age 14. After agc 14, all intm-es[ will
be taxed a[ the child’s rate. At :i -! percent interest

r[itc, a child must ha~’e ~pproxil]lii[~l) $ 15,()()() In
bond~ tt) reach the $600” limit :ind approximately
$30,()()() in bonds (t) reach the $1,200” limit. At a
6 percent interest rate, a child nlu~[ h:ive appr(~x]-
matcly $1 (),00() in bonds [() reach Il]c $600 limit and
appr~)xlnlately $20,()()() to reach the $1,200 Iirn]t. To
be ei]giblc fc)r this meth(d, ti tax tor-m must hc \ubmit-

tcd In the child’s n~imc u 1[11ii d~’~l(ir:ilion tlf ]ntcnt
tt~ dc~’larc ]ncornc on an annual b,i~]s. A tax form
~hould bc iubmitled af’ler the t“lrs[ ~c,ir of”purchase,

although It may he done in l:i[cr \ L’:irs, N(J f’urther
returns need to be f’iled until the ~t]lld’s unciirned
inc(~mc exceeds $600” or the ~’ui”r~’11[Ic\cl t)f’ (~ix-free
unearned incc)me (assuming no {)[tl~’rlnc(~nle),

(7) Converslori to Series 111{Bonds, By—— —
trading Series E/EE Savings Bonds iind Siivings Notes

(Freedom Shares) for Series HH l~ond~. ivhlch pay
interest semi-annually by check, s:i\CI\ may defer

taxes due on the Series E/EE Bonds ~ind Savings
Notes (Freedt)m Shares) unt]l the }{11 Bonds are

cashed or reach matur]t~ in 20 yc,ir~, Series HH
B[)nds are not a~ailable thrx~ugh p,i) roll savings nt)r

2



1.

SECNAVINST 5120.3H

13 January 1994

are they issued for cash, but are sold in exchange
for Series E and/or EE Bonds and Savings Notes
with a total redemption value of $500 or more. While

the current interest rate on Series HH Bonds is 4

percent, older Series H/HH Bonds will continue to
receive their previous guaranteed interest rate (either
8.5, 7.5, or 6 percent) to the end of their original
or current extended maturity period. Series HH
Bonds are available through Federal Reserve Banks
or Branches or from the Treasury Department, Bureau
of Public Debt, Washington, D.C. 20239-0001.

Exchange transactions may be handled at local finan-
cial institutions which will act as intermediaries with
[hc Federal Reserve Banks.

5. Voluntarism. Practices involving coercion to
induce an individual to make purchases under the
program, or reprisals or threats of reprisal for failing
tt) do so, des[roy the spirit of voluntarism and
contravene Executi\e policy. The program will
include the following conditions:

a. No participati~~n quotas may be set for any
indi~ridual, organization, or station under the Savings
Bonds Program t)r campaign although goals may be
established by the Secretary of Defense regulations.

b. Commanders, organization heads, and other

managers will ad~’ise personnel of the value of savings
and of the benefits of”the Savings Bonds Program
and will prokidc f-actual in format i~)n on irtirious ways

of sating. (’an~asslng on an indi~idual basis is an
integral part t~f the Na\I)’s Savings Bonds Campaign
and is appr(~~ cd,

c. Gr:inting special falors. privileges, or entitle-

ments. such as special pass or leave privileges, as
an inducement to purchase Sa\’ings Bonds is not
allowl!d. Establishment of an expressed or implied

requirement to purchase Savings Bonds as a precedent
to normal career progression or to the granting of

n(mnal privileges and entitlements is not permitted.

d. Under ttw Privacy Act, reference (b), access
tt~ records concerning individual participation in the

Savings Bonds Program may be necessary ‘‘to person-
nel t)t the Department of the Navy or other compo-

nents of the Department of Defense (DOD) who have

a need for the record in the performance of their
duties, provided this use is compatible with the
purpose for which the record is maintained. ” Disclo-

sure is limited to personnel with direct functional rela-
tionship to the campaign, for campaign purposes only,
and to personnel (payroll and allotment clerks) who
require access to records in the discharge of their
duties. These personnel shall be briefed on their
responsibilities under the Privacy Act. Supervisors
not directly related to a campaign requirement are
not permitted access to records.

e. An individual may increase his or her allot-

ment or request cancellation of his or her Savings
Bond payroll allotments. Action on such a request
shall not be contingent upon personal contact between

the member and any individual for the purpose of
inquiring into the reasons for the request or similar
purposes.

6. Awards Program. A Savings Bonds Awards

Program, providing awards for high levels of unit
participation is based on guidelines established by the
President’s Interagency Savings Bonds Committee.
Eligibility criteria and the method for requesting
awards under the Awards Program are contained in
enclosure ( 1).

7. Organization and Administration

a. The Secretary of the Nav) is responsible for

the general administration of the Unitmi States Sa\’ings

Bonds Program within DON and is an executive mem-
ber of the President’s Interagency Savings Bonds
Committee. The Secretary will designate an official
from the department tt~ serve M alternate mcnlb~r.

b. The Chiet of Naval Personnel, under the com-
mand of the Chief of Naval Operations, is responsible

for the coordination and direction of the Savings

Bonds Program within DON; for pt-ovi(iing pm-lodic
internal information on support of policy objccti~es
in paragraph 3; for maintaining liaist~n with the Treas-
ury Department in matters relative to this program;
for informing and coordinating matters of significance
with the Commandant of the Marine Corps (CMC);

and for the internal administrati~’e operation and pro-

motion of the pr(~gram w:thin the Nav}’. CMC is
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Distribution:

SNDI. Parts 1 and 2

MARCORPS Code PCN 72000016000

BLJPERS (Pers-662J ) (25 copies)

SECNAV/OPNAV Directives t’ontrol OffIce

Washington Navy Yard Building 200

901 M Street SE

Washington DC 20374-5074 (2(J copies)

Commanding General

Ylarine Corps Logistics Base

J%lark For Pubs Stock ll’are-

house 1221 Section 5

.Albany GA 31704-5000” ( 1583 ct)pies)

Stocked:

Naval Aviation Supply Officc

ASO Code 103

5801 Tabor Avenue

Philadelphia PA 19120-5099 (500 copies)
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SAVINGS BONDS AWARDS

INDIVIDUAL AND CAMPAIGN AWARDS

Treasury Annual Citation (101’ x 811) -

Any individual qualifies who displays outstanding leadership or
accomplishment in advancing the unit’s Savings Bonds Program.
Awards will be inscribed with the recipient’s name by the
requesting command/activity. Citations are signed by the
Secretary of the Treasury and may be co-signed by the command/
activity’s commander/commanding officer or appropriate official.

Commands/activities who have a minimum of 25 percent of military

and civilians enrolled in the Payroll Savings Plans qualify for
the Treasury Annual Citation. The citation will be inscribed
with the command’s name by the requesting command/ activity.

In an effort to increase and encourage recognition of those
individuals who assist in the promotion of the Savings Bonds
Program, Treasury Annual Citations may be requested in bulk for
use by individual commands and activities.

De~artment of the Treasury Minute Man Honor Roll Award
(12” X 16t’)_

The Department of the Treasury Minute Man Honor Roll Award will
be presented to activities with 25 or more personnel who achieve
or maintain a participation rate of 50 percent or more at the
completion of the annual Savings Bonds Campaign. This award is
printed on quality stock paper, features the U.S. Savings Bonds
Minute Man logo and is suitable for framing. The Minute Man
Honor Roll is presented to activities and units and not to
individuals. This award replaces the complimentary Minute Man
Flag and the Minute Man Banner. Activities or units with
50 percent or more participation in the Savings Bonds Program
may purchase the flag or banner. The purchase order should
indicate the organization purchasing the flag or banner and
should be submitted to the appropriate Savings Bonds
administrator (see below) . Prices for nylon flags are:

Size Sinqle Flaq

L

3’ x 5’ $30.00
5! X 8’ $60.00

Minute Man Banner $15.00
Prices are subject to change.

Enclosure (1)
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Reuuest for Awards:

Requests for Savings Bonds Awards should be submitted to the

appropriate Navy or Marine Corps Savings Bonds Administrator:

Navy activities:

,CHIEF OF NAVAL PERSONNEL
BUREAU OF NAVAL PERSONNEL
2 NAVY ANNEX
PERS 662J

WASHINGTON DC 20370-6620

Marine Corps activities:

COMMANDANT OF THE MARINE CORPS (RFR)
WASHINGTON DC 20380-1775

-

Enclosure (1)
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